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ABSTRACT 



An evaluation of net impact of programs funded under the 
Washington State Employment and Training Act (ESHB 1988) of 1993, which 
provided money to community and technical colleges to expand existing courses 
and create new ones for Unemployment Insurance (UI) claimants most likely to 
lose jobs. The evaluation focused on whether the displaced UI claimants 
targeted for aid were at risk of experiencing unusually large earnings 
losses; whether their community college training raised their earnings above 
what they otherwise would have been; and whether the program increased the 
claimants' receipt of such training. Information was gathered through wage 
and claim records of the state's Employment Security Department covering 10 
percent of some 400,000 UI claimants from 1989-1994 who left preclaim 
employers for whom they had worked for at least 6 quarters. Three key 
findings reported were as follows: (1) some of the courses offered by 

community colleges had strong, positive effects on subsequent earnings; (2) 
the program emphasized taking technical, vocationally oriented courses most 
likely to raise earnings; and (3) college attendance and completion of 
courses shown to raise earnings among displaced claimants markedly increased 
after the program started, and grew as the program matured. (The report 
contains 16 figures and 26 tables reporting data about program participants 
and the effects of the program.) (KC) 
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^ Overview and Summary 

This study was commissioned by the 
Washington State Workforce Training and 
Education Coordination Board (WTECB) to 
fulfill a legislative mandate for a net impact 
evaluation of the ESHB 1988 program. The 
central aim of a net impact evaluation is to 
determine the differences between the gross 
impact, what happened to a group targeted 
for government aid, and what would have 
happened to that group in the absence of the 
program. In this study, accurate measure- 
ment of "what would have happened other- 
wise" required establishing a comparison 
group of individuals similar to those 
targeted for aid, but who were unaffected by 
the program. Statistical matching tech- 
niques were then used to estimate differ- 
ences between those affected and those un- 
affected by the program. 

Typically, net impact studies address three 
main questions: 

1 . Did those targeted for aid have a problem 
that merited governmental assistance? 

2. Was the aid provided capable of amelio- 
rating the problem? 

3. Did the program increase the receipt of 
aid to the group targeted for assistance? 

Importantly, net impact studies only assess 
the benefits of a government program. 

Thus, comparing those benefits to the pro- 
gram's cost was outside the scope of our 
work. 

Specifically, our charge was to provide a net 
impact evaluation of programs funded under 
the state Employment and Training Act 
(ESHB 1988) that was passed in 1993. This 
act provided money, raised from a special 



payroll tax, directly to community and 
technical colleges to expand existing 
courses and create new ones, as well as to 
increase supportive services for Unemploy- 
ment Insurance (UI) claimants most likely to 
lose jobs. Claimants attending community 
and technical colleges in 93.4, (the fall 
quarter of academic year 1993-94) were the 
first group to receive assistance from what 
currently is called the ESHB 1 988 program. 
Program funding and the choice of new 
courses offered by community colleges 
grew substantially since 93.4. 

Because the ESHB 1988 program primarily 
is a training program designed to help 
claimants who lose jobs (are displaced) gain 
skills needed to find new jobs and gain 
promotions at those jobs our net impact 
evaluation focused on determining: 

1. Were the displaced unemployment insur- 
ance claimants targeted for aid at risk of 
experiencing unusually large earnings 
losses? 

2. Did the community college training that 
was provided to displaced claimants raise 
their earnings above what they otherwise 
would be? 

3. Did the ESHB 1988 program increase the 
displaced claimants' receipt of commu- 
nity college training that increased earn- 
ings? 

In the first part of this study we reviewed 
evidence from other studies on the cost of 
job loss to displaced claimants, and our own 
analysis of the cost of job loss in Washing- 
ton State. To carryout this work we used 
wage and claim records maintained by the 
Washington State Employment Security 
Department (ESD) covering 10 percent of 
the over 400,000 claimants who filed UI 
claims in Washington from 1989 through 
1994 and who left preclaim employers for 
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whom they had worked at least 6 quarters. 
These data were analyzed with state of the 
art analytic techniques that we developed in 
earlier studies specifically for use with wage 
and claim records. 

Our key findings from the analysis of the 
cost of job loss include: 

■ Published research shows that claimants 
who lost jobs that they held for less than 
6 quarters suffer small temporary earn- 
ings reductions that are largely offset by 
UI payments, but they suffer no long-run 
reductions in earnings. 

■ Washington State claimants who lost 
jobs that they had held for at least 6 
quarters experienced short-term earnings 
losses of about 50 percent, but about half 
of those losses were offset by UI pay- 
ments. 

■ Those displaced claimants' permanent 
earnings declined more than $2,000 per 
year. This loss is just under 10 percent 
of their annual predisplacement earnings. 
However, since earnings would have 
grown substantially in the absence of job 
loss, we estimated the net loss at closer 
to 15 percent. 

■ Earnings losses were about twice as great 
for claimants who lost jobs held for 3 
years or more compared to those who 
lost jobs held between a year and a half 
and 3 years. 

■ Holding tenure constant, losses as a per- 
centage of predisplacement earnings 
were about as large for men and women 
as well as for college and high school 
graduates. Losses were greater for 
manufacturing workers than for non- 
manufacturing workers, but those losses 
still were substantial for nonmanufactur- 
ing workers. 



■ Unemployment insurance did not reduce 
long-term losses, and prior research sug- 
gests that 1 year of college training 
would be required to offset losses of 10 
percent. Even longer periods of training 
would be required to offset the larger 
than average losses of high-tenure dis- 
placed claimants. 

In the second part of this analysis we exam- 
ined the effect of community college train- 
ing on claimants who lost jobs held for at 
least 6 quarters. To carry out this analysis, 
we matched community college transcript 
records provided by the Washington State 
Board for Community and Technical Col- 
leges (SBCTC) to the wage-claim histories 
of all 400,000 job leavers who filed claims 
from 1989-1994 and who had worked at 
least 6 quarters for their preclaim employ- 
ers. Roughly one-third of the claimants had 
attended community college at some point 
between 1989 and 1994, but not necessarily 
in the period following job loss. About 
135,000 claimants had sufficiently long 
earnings histories to provide evidence about 
the long-term returns to community college 
training. We used state of the art estimating 
procedures that we developed for a similar 
study using analogous data from a com- 
munity college in Pittsburgh, Pennsylvania. 
A key element of our technique was relying 
on measures of the incremental return to 
earning additional credits, not the difference 
in earnings between those who do, and do 
not, attend college. 

Our key findings from the analysis of the 
returns to community college training in- 
clude: 

■ Returns are high from "Group 1 " credits, 
which are derived from technically ori- 
ented training that lead to jobs in rela- 
tively high-wage sectors such as health, 
computers, equipment repair, high tech 
manufacturing, and building trades. We 
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estimate that each Group 1 credit that the 
claimants earned raised their annual 
earnings by $63.20. Claimants earning 
45 of these credits, a full-time academic 
year’s worth, would more than offset the 
average loss following displacement. 

■ Returns are negative from "Group 2" 
credits, which are derived from less 
technically oriented training that tend to 
make up for educational deficits, provide 
general information, or lead to jobs in 
low-wage sectors such as clerical and 
sales work. We estimated that each 
Group 2 credit earned reduced annual 
earnings by $31.20. 

■ While in college, attendees pass up op- 
portunities to earn substantial sums. We 
estimate that while in school $216 is 
given up for each credit earned. Thus, a 
full year’s worth of credits would "cost" 
$9,720 in lost earnings. Even though UI 
benefits may make up half the loss, the 
high cost of earning credits makes attend- 
ing college financially difficult for most 
claimants. Of at least equal importance, 
the boost in long-term earnings achieved 
by attending college must be sufficient to 
more than offset the net costs in order to 
make attending college worthwhile. 

■ What is learned on the job can be more 
valuable in raising future earnings than 
what is learned in college. Thus, college 
only increases future earnings when the 
knowledge gained in school is more 
valuable than the knowledge lost from 
sacrificing work experience. The loss of 
potentially more valuable work experi- 
ence explains why the return from com- 
pleting courses can be negative. 



■ On average, displaced workers attending 
community colleges earned only 7.7 
Group 1 credits, and 9.3 Group 2 credits. 
Displaced claimants designated as ESHB 
1988 participants on average earned 28.0 
Group 1 credits and 25. 1 Group 2 credits. 
A major reason for this difference is that 
roughly 40 percent of all displaced work- 
ers did not complete even one credit- 
bearing course, but almost all ESHB 
1988 participants completed at least one 
such course. 

■ Our estimates of the long-term returns to 
college training were mostly based on 
work histories of attendees who left col- 
lege before the start of the ESHB 1988 
program. The period following the pro- 
gram's start was too short to obtain de- 
finitive results, especially for attendees 
who took many courses. However, it is 
likely that the returns were similar for 
ESHB 1988 participants and nonpartici- 
pants with the same characteristics taking 
similar courses. 

■ One ambiguity that we could not resolve 
is the return to the New Chance and re- 
lated programs. Those programs fall in 
Group 2, but were developed too recently 
to separately determine their long-term 
returns. Thus, many of the Group 2 
courses completed by ESHB 1988 par- 
ticipants may not have good analogues 
for comparison purposes. 

In the third part of this study we analyzed 
trends in the number and characteristics of 
UI claimants who did, and did not, attend 
community colleges. A 10 percent sample 
of all 1.2 million workers filing UI claims 
from 1989 through 1994 was used for this 
analysis. This database included the wage. 
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claim, and college transcript variables used 
in the earnings analysis, plus variables ob- 
tained in special surveys conducted by ESD. 
The analysis was based on tabulations, not 
estimation of complex models. 

Our key findings about the characteristics of 
claimants and their college attendance in- 
clude: 

■ UI claimants fell into three groups. One 
quarter permanently left their jobs held at 
least 6 quarters. One-half left jobs held 
less than 6 quarters. One quarter re- 
turned to former employers within 5 
quarters of claiming UI, but very few of 
these claimants had less than 6 quarters 
of experience with their former em- 
ployer. 

■ Differences in unemployment duration 
indicate that the greatest difficulty find- 
ing jobs at comparable pay fell to claim- 
ants leaving their former industries who 
had high tenure— 3 or more years of work 
with the same preclaim employer. 

■ Even before the start of the ESHB 1988 
program, about 15 percent of leavers— 
claimants who did not return to former 
employers or industries— were enrolled in 
community colleges within 5 quarters of 
claiming UI. 

■ Among stayers— claimants who remained 
with their prelayoff employers— 
attendance rates were slightly less than 
15 percent for those with low tenure. 
However, attendance rates were only 
about 7 percent for high-tenure stayers. 

■ Between the fourth quarter of 1991 
(91.4) and 94.4, college attendance in- 
creased by more than 25 percent among 
leavers with more than 6 quarters of ten- 
ure, but did not increase for leavers with 
tenure of 1 to 5 quarters. 



■ The number of credits earned by leavers 
with 3 to 5 years of tenure nearly dou- 
bled between 91 .4 and 93.4. Gains in 
credits earned were more modest 
(between 10 and 30 percent) for leavers 
with 1.5 to 3 years of tenure and those 
with 6 or more years of tenure, but the 
number of credits earned remained con- 
stant for leavers with less than 1.5 years 
of tenure. 

In the last part of this study we more thor- 
oughly analyzed college attendance and 
course completion before and after the start 
of the ESHB 1988 program. This study was 
limited to claimants leaving jobs held at 
least 6 quarters. The database used for this 
analysis included more than 30,000 claim- 
ants, of whom 1,500 completed at least one 
credit-bearing college course within 6 
quarters of job loss. (The datafile was a 
subset of the file used for the third part of 
the study.) In contrast to our earnings 
analyses, we had to develop new procedures 
to estimate changes in attendance and com- 
pletion. These topics have received little 
attention, but posed several formidable es- 
timation problems. The primary problems 
were dealing with the lag between job loss 
and potential college entrance, and coping 
with a short period to follow claimants 
starting college in the second year of the 
ESHB 1988 program's existence. 

Our key findings about the changes in col- 
lege attendance and course completion be- 
fore and after the start of the ESHB 1988 
program include: 

■ There were substantial increases in col- 
lege attendance following the start of the 
ESHB 1988 program. The probability 
that a displaced male claimant would 
complete at least one college course rose 
to 5.8 percent in both the fall and winter 
quarter of academic year 1994-95 from 
4.2 percent for the same quarters of aca- 



demic year 1991-92. Increases were 
about as large in both the spring and 
summer quarters of 1993-94. 

■ Increases in the probability of attending 
college were about one-third as great for 
women in our sample as for men, even 
though women were about 40 percent 
more likely than men to complete college 
courses prior to the start of the ESHB 
1988 program. 

■ Increases in attendance translated into 
roughly proportionate increases in the 
number of courses completed. However, 
there was a modest increase in the num- 
ber of courses completed per quarter for 
men starting college in academic year 
1993-94. 

■ The increase in Group 1 courses com- 
pleted was more than 25 percent for 
claimants starting college in academic 
year 1993-94, relative to those starting in 
years unaffected by the ESHB 1988 pro- 
gram. 

■ The increase in Group 2 courses was 
about 12 percent for claimants starting 
college in academic year 1993-94. How- 
ever, the number of Group 2 courses 
completed fell for claimants starting 
college in academic year 1992-93. That 
difference could have been related to the 
maturation of the New Chance program 
that increased the availability of Group 2 
courses specifically tailored to displaced 
claimants. 

■ Among men starting college in 1993-94, 
the increases in the number of Group 1 
and Group 2 courses were about equal. 
Among women, the Group 1 increase 
was 40 percent greater than the Group 2 
increase. However, on average only 
about one-third of courses completed by 
women are in Group 1, compared to just 



under half of the courses completed by 
men. 

■ Men were much more likely to attend 
college in the year following job loss 
than at other times, and attendance was 
very strongly influenced by local area 
unemployment, as well as by the avail- 
ability of UI benefits and other types of 
income support such as having a working 
spouse. Women also were more likely to 
attend college in the year following job 
loss, but were much more likely than 
men to attend college at other times. 
Although women's attendance was 
strongly influenced by the availability of 
UI benefits, it was not influenced by lo- 
cal area unemployment. 

Taken as a whole, the above findings pro- 
vide a great deal of information about each 
of the three key questions posed at the be- 
ginning of this discussion. 

First, the findings suggest that displaced 
claimants losing jobs they had held more 
than 6 quarters faced very substantial long- 
term earnings losses in the absence of re- 
training. This conclusion is supported both 
by direct measurement of long-term earn- 
ings effects and indirect measures of the 
incidence of job change and duration of un- 
employment. 

Further, the findings suggest that displaced 
claimants bear high costs in terms of fore- 
gone earnings while attending college, and 
usually return to work quickly when jobs are 
available and UI benefits are unavailable. 
This evidence suggests that it is difficult for 
displaced workers to finance retraining on 
their own. 

Second, the findings suggest that complet- 
ing Group 1 courses substantially increases 
long-term earnings. Completing a full aca- 
demic year's worth of Group 1 courses 
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would permanently raise annual earnings by 
about $2,800. This is about 13 percent of 
pre-displacement levels, and about equal to 
the earnings reductions experienced by dis- 
placed workers with moderately high tenure. 

As far as we can determine, completing 
Group 2 courses reduces long-term earnings. 
However, there is some ambiguity about this 
result because we could not directly assess 
the return to New Chance and related 
courses which were tailored to the needs of 
displaced claimants. 

Third, the findings suggest that after the 
ESHB 1988 program started in 93.4, there 
were substantial increases in the proportion 
of displaced claimants who completed at 
least one community college course. The 
increase was particularly great for men. 
Their quarterly attendance rates increased 
by about one-third from 4.2 to 5.8 percent. 

The large increases in attendance translates 
into large increases in the number of courses 
completed. For women, most of the in- 
creases were among Group 1 courses, even 
though before 93.4, about one-third of 
courses completed by women were in Group 

1. For men, the balance between Group 1 
and Group 2 courses was about equal after 
the ESHB 1988 program became well es- 
tablished, but in favor of Group 1 courses in 
the first several quarters of program opera- 
tions. It is plausible that the increase in 
Group 2 courses was associated with the 
expanded availability of New Chance and 
related Group 2 courses. 

The final question is: What do these results 
tell us about the net impact of the ESHB 
1988 program? 



Three key findings follow from our analy- 
sis: 

1 . Some of the courses offered by com- 
munity colleges had strong, positive 
effects on subsequent earnings. 

2. The ESHB 1988 program emphasized 
the taking of technical, vocationally 
oriented courses that were most 
likely to raise earnings. 

3. College attendance and completion of 
courses shown to raise earnings among 
displaced claimants markedly increased 
after the ESHB 1988 program started, 
and the increases grew as the program 
matured. 

Technically, we cannot rule out the possi- 
bility that factors not taken into account in 
our analysis, but associated with the start of 
the ESHB 1988 program, were largely re- 
sponsible for the increases. However, this 
does not appear likely. We, therefore, be- 
lieve that it is reasonable to conclude that 
the ESHB 1988 program was responsible 
for most of the increases. 

Our most clearcut conclusion is that some 
members of the target population— those 
who took many Group 1 courses and few 
Group 2 courses— benefited a great deal 
from attending college. What is not clear is 
the effect of taking New Chance and related 
courses. If the returns to those courses were 
much greater than that for basic education 
courses in Group 2, the effectiveness of the 
ESHB 1988 program would be much more 
broadly distributed and much greater over- 
all. This ambiguity can only be lifted when 
sufficient time has elapsed to assess the ef- 
fect of the New Chance program. 
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The details of the analysis discussed in this 
chapter are presented in the remainder of 
this report. In Chapter 2 we examine earn- 
ings losses following job loss. In Chapter 3 
we present our analysis of the effect of 
community college attendance on earnings 
in the short run and long run. In particular, 
the chapter examines the returns to nine 
subgroups of courses that make up the two 
main groups. In Chapter 4 we describe the 
characteristics of UI claimants and their 
college attendance. Finally, in Chapter 5 we 
present our analysis of how attendance and 
course completion differed in the period 
before and after the start of the ESHB 1 988 
program. Additional details about the data 
processing steps and estimation procedures 
used to produce the findings in this report 
are presented in a separate technical appen- 
dix. The remainder of this chapter describes 
the ESHB 1988 program in more detail. 

Description of the ESHB 1 988 Re- 
training Program 

In 1 993, the Washington State legislature 
and governor enacted a law to significantly 
expand the state’s job retraining efforts on 
behalf of the thousands of jobless workers 
who are forced to change careers in order to 
reenter the workforce. 

ESHB 1988, the Workforce Employment 
and Training Act, provides state funding for 
employment and training services. The 
legislation established the Employment and 
Training Tmst Fund (ETTF), which is 
funded by an employer tax of .12 percent of 
covered payroll. At the same time, the Act 
lowered employers’ unemployment insur- 
ance tax by .12 percent. The Employment 
Security Department (ESD) collects the 
ETTF funds, and gives a portion to the State 
Board for Community and Technical Col- 
leges (SBCTC) to implement the retraining 
program. The ESD also uses the funds for 



improvements to the state’s employment 
security system. 

Under the Act, retraining at the colleges 
may consist of either basic skills instruction 
or occupational training, including instruc- 
tion to supplement apprenticeship training. 
Funds are also available for financial assis- 
tance and child care. In addition to financial 
assistance from the colleges, trainees can 
receive approval from the ESD to continue 
to receive unemployment insurance benefits 
while they are in training, subject to time 
limits established by other statutes. 

Description of the ESHB 1988 
Program 

To qualify for the retraining program, indi- 
viduals must be currently collecting unem- 
ployment insurance benefits, have been eli- 
gible to collect UI benefits in the past 24 
months, or have received a notice of impend- 
ing layoff from their employers and be eligi- 
ble for UI benefits when laid off. First prior- 
ity is given to those least likely to return to 
employment in their industry. In addition, 
aerospace workers are to be considered dis- 
placed workers if they become unemployed 
as a result of downsizing and restructuring 
of the industry. 

Colleges have provided training by creating 
additional space in existing classes, adding 
new sections of high-demand training pro- 
grams specifically for trust fund students, 
and creating new courses of study. Cur- 
rently, all 32 of the community and techni- 
cal colleges in Washington provide training 
through ESHB 1988 program funding. 

The trust funds were initially distributed to 
the colleges based on an allocation model 
designed to provide basic capacity across 
the state, match institutional capacity with 
student demand, and fund programs in areas 
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